
BY LAWRENCE GROSE AND EDWARD O. BASSETT 

Automobile Purchases by Business and Consumers 
As ReHected in the National Accounts 

< J L A S S E N G B R car sales, although 
\. somewhat below last year's advanced 

fourth quarter pace, continued high in 
the opening months of 1962. After a 
particularly poor start last j'̂ ear when 
the cyclical low in general business 

I was reached, car sales unproved, especi
ally in the fourth quarter after the 
introduction of new models. For 1961 
as a whole, 6 milUon units were sold, 
representing a dechne of 10 percent 
from 1960. The present rate of car 
buying is about 25 percent, or $3}̂  
bilhon, above last year's fu-st quarter 
low point. Despite this improvement, 
sales remain at a fairly low level for the 
postwar period as a proportion of final 
purchases in the economy. 

Private passenger car buying in 
recent years has averaged only about 4 
percent of final purchases (total GNP 

less business inventory component), 
but because they are extremely sensi
tive to general business conditions and 
other factors, changes in auto pur
chases have an important effect on the 
movement of final purchases. The 
volatility of auto sales is displayed by 
the chart on this page. 

In about half of the quarters since 
1957 auto purchases have moved coun
ter to changes in other final purchases, 
and in those periods Avhen both have 
moved in the same direction, autos have 
often accounted for 20 percent or more 
of the change in final purchases. In 
fact, the only quarterly decline of final 
purchases in the last recession—from 
the fourth quarter of 1960 to the first 
quarter of 1961—was accompanied by 
a sharp falloff in auto sales, and the 
upturn in the following quarter fea-
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tured a strong revival in aiito buying. 
Because of the importance of auto 

buying in the movement of GNP and 
several of its components, this article 
analyzes the market for automobiles 
relative to total demand for final prod
ucts, reviews how auto purchases are 
allocated between business and con
sumers, and iinally, traces the move
ment of sales Avithin these markets. 

Treatment in GNP 
Passenger car purchases, for GNP 

purposes, would be best measured by 
net outlays of buyers (the gross value 
of new and used car purchases less 
amounts received for trade-ins and 
other disposals). To convert net out
lays to the value of automobile produc
tion in total GNP, it would be necessary 
only to take account of changes in auto 
dealers' and manufacturers' stocks of 
cars. This method would also give the 
correct figures for expenditures, saving, 
and investment of each purchaser 
group. 

Except for special studies, however, 
comprehensive data on net outlays are 
not available. For this reason, total 
domestic auto purchases are approxi
mated as the value of new car sales 
plus dealers' gross margin on used car 
sales. 

Allocations among groups of buyers 
Data on exports and imports of cars 

are available and included in the net 
export component of GNP. Govern
ment purchases, which are relatively 
small, are estimated separately and 
included in government pm-chases of 
goods and services. The remaining 
domestic purchases (including imports) 
which are allocated between business 
and consumers are shoAvn in two of the 
expenditure categories of GNP. Con
sumer pm-chases are shown under 
personal consumption expenditures, and 
purchases by business are included in 

13 



14 SURVEY OF CURRENT BUSINESS March 1002 

producers' durable equipment, a com
ponent of gross private domestic 
investment. 

The procedures underlying the busi
ness consumer allocations of private 
auto purchases are described in a short 
note at the close of this article. Briefly, 
surveys by the Public Roads Adminis
tration, of road-use in terms of mUeage 
for business and consumer purposes 
have been used as an approximation of 
the relative net outlays for these pur
poses in both the pre-World War II 
and the postwar periods. 

Table 1.—Private Auto Expenditures, and 
Final Purchases of Goods and Services, 
1929-«1 

(Millions of dollars) 

1929 
1930 
1931 
1B32 
1933 
1934 
1936 
1930 
1937 
1938 
1939 

1940 
1941 
1042 
1943 
1044 
1945 
1940 
1947 
1948 
1040 

1050 
1951 
1052 
1063 
1054 
1955 
1055 
1057 
1058 
1050 

1060 
1961 ' . . . . 

Expenditures for nutos 

Person
al con
sump
tion" 

2,588 
1,042 
1,144 

035 
779 

1,024 
1,508 
1,021 
1,938 
1,228 
1,070 

2,217 
2,700 

415 
410 
322 
310 

2,322 
4,408 
6,600 
7,060 

10,503 
9,203 
8,036 

11,685 
11,009 
15,443 
12,082 
14,043 
10,084 
14,082 

16,253 
13,400 

Busi
ness 

1,105 
701 
488 
271 
331 
430 
043 
822 
840 
524 
716 

048 
1,168 

251 
253 
107 
172 
005 

1,880 
2,107 
2,838 

3,221 
2,600 
2,314 
2,608 
2,383 
3,438 
2,830 
3,022 
2,308 
3,030 

3,202 
2,801 

Total 
private 

3,603 
2,343 
1,032 

000 
1,110 
1,400 
2,151 
2,743 
2,837 
1,752 
2,304 

3,105 
3,804 

000 
063 
489 
401 

3,317 
0,207 
7,070 

10,807 

13,814 
11,902 
10,060 
14,183 
13,482 
18,881 
15,818 
17,005 
13,292 
17,718 

18,455 
10,351 

Final pur-
clinscs of 

goods and 
services 

102,762 
91,488 
77,555 
01,022 
67,693 
06,100 
71,600 
81,780 
88,631 
80,170 
00,723 

08,440 
121,321 
157,322 
103,260 
212,413 
214,015 
204,284 
234,751 
254,718 
201,126 

277,784 
318,742 
343,932 
364,038 
301,761 
301,080 
414, i)20 
441,206 
440,497 
470, 630 

600,232 
510,130 

Private ex
penditures 

forautosasa 
percent of 
final pur
chases of 

goods and 
services 

3.0 
2.0 
2.1 
1.5 
1.0 
2.2 
3.0 
3.4 
3.2 
2.0 
2.0 

3.2 
3.2 
.4 
.3 
.2 
.2 

1.0 
2.7 
3.0 
4.1 

5.0 
3.8 
3.2 
3.9 
3.7 
4.8 
3.8 
3.9 
3.0, 
3-7 

3J7 
311 
\ 

1. DilTers from "now cars and not purcliascs of used cars" 
shown in Table II-4 ot National Accounts because ot 
exclusion of trailers. 

2. Preliminary. 

For 1957 and 1958, several special 
surveys, conducted for the National 
Income Division, of various groups of 
purchasei-s comprising virtually the 
total domestic market for passenger 
cars, substantially verified the alloca
tions made from the postwar road-use 
data. These surveys provided infor
mation on net outlays by purchaser 
group and on purchases charged to busi
ness where there was both business and 
personal use of a car. 

It should be noted that wliUe the al
location of passenger car sales is at 
best rough, inaccuracies do not affect 
the magnitude of total GNP. 

Shifts in automobile demand 

Demand for autos has been high but 
vfith wide fluctuations during most of 
the postwar period. In 1950, and again 
in 1956, private purchases of autos con
stituted 5 percent of total final pur
chases of goods and services as com
pared with 3.6 percent in 1929. In 
the early post-war period deferred de
mand undoubtedly was responsible for 
maintaining the high share of auto out
put, and in 1955, changes in engineer
ing, styling, and terms of finance 
served to stimulate demand. 

The market for autos has fallen off 
since 1955, averaging over the last 6 
yeara about the same proportion of 
final purchases as in 1929. Last year 
auto buying represented only 3.1 per
cent of final purchases, one of the lowest 
proportions since the reconversion pe
riod foUowing World War II. How
ever, in the final quarter of the year, 
%vith the introduction of the 1962 
models, the rise in auto purchases 
brought the ratio to final purchases to 
3.5 percent, a proportion more in line 
with recent years' experience. 

Consumer share rises ' 

Consumers now account for a larger 
proportion of car outlays (see chart on\ 
page 14). Prior to World War II, 70 
percent of expenditures for autos repre
sented consumer outlays. In the post-
war period, 0Jlce_ne^v cars were again 
in plefitiful supply, a marked shift in 
hejnarket for autos took place. High 

wartime~savihgs7 fuir eiiiployment, the 
move to the suburbs, a high rate of 
family formation, a shorter work week, 
and longer vacations have all been 
factors in spurring consumer demand 
for autos. With these developments, 
the consumer share of expenditures for 
autos rose to about 85 percent by the 
mid-1950's while business expenditures, 
although increasing substantially in 
absolute terms, nevertheless, were 
approximately halved from prewar 
proportions. 

Business autos large part of equip
ment outlays 

Passenger cars in business use have 
a fairly short life—they may generally 
be depreciated in 3 to 5 years, according 
to Treasury Bulletin F, Useful Lives 
and Depreciation Rates—and their re
current purchases form a significant part 
of capital outlays for equipment. As 
table 3 shows, passenger cars have 
amounted to about 12 percent of equip
ment outlays over the postwar period. 

AUTOMOBILE BUYING 

Consgmer Share of Auto Buying More 
important in Postwar Period . . . 

Percent of Privote Auto Purchases 

Consumers 

70% 
. / 

Business 

83 
I I I I I I I 

' • 

17% 

m 
Pre-World War E Late Postwar 

And Auto Outlays Form a Higher 

Proportion of Personal Consumption 

Percent of Consumer Auto Outlay to Personal 
Consumption Expenditures 

4.9% 

3.3% 

1929 1950-60 
I Average 
• U.S. Department ol Commeice, Ollice ol Business Economies 62-3-14 

During most of the years of this period, 
purchases of passenger cai-s by busi
nesses have exceeded the total for 
trucks, traUers, and buses. Only in 
recent yeara have outlays for the latter 
been greater than those for passenger 
cars. Business investment in all types 
of road vehicles has accounted for close 
to one-fourth of all capital outlays for 
equipment. 

The relatively high proportion of 
business investment for passenger cars 
may stem from the fact that autos, 
unhke most other forms of business 
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capital equipment, can be used for both 
business and consumer purposes. Some 
business needs might be met by small 
trucks if cars could not also be used for 
consumer pxirposes. In addition, there 
may be individuals with business needs 
who would not purchase cars if it were 
not possible to charge some of the costs 
to business expense. 

The 1957 and 1958 surveys conducted 
for OBE indicate that many self-
employed persons, and some employees, 
use then cars partly for business and 
partly for personal purposes. On the 
basis of mUeage, the total net outlays 
for passenger cars by the self-employed 
who have some business use of cars, 
and by employees who are reimbursed 
for the use of their cars, are allocated 
two-thirds to business and one-third to 
personal use. Only a small proportion 
of these outlays, it may be noted, 
represented cars used exclusively for 
business purposes. The inclusion in 
business investment of net outlays for 
cars owned by employees who are 
reimbursed for their use stems from 
the fact that the costs for these cars 
are charged to business expense in much 
the same manner as for regular business-
owned vehicles. 

The amounts charged to business for 
these mixed-use cars and for those used 
exclusively for business purposes by the 
above groups account for two-thirds of 
all business net outlays for cars shown 
in the national accounts. Tlie re
maining one-thu'd of business net 
outlays are for cars used exclusively for 
business purposes, and owned largely by 
corporations and partnerships. In 
summary, as indicated for 1957-58 by 
the table on page 17, self-employed 
persons were responsible for over two-
fifths of total business net outlays, the 
business reimbursed employee for about 
one-quarter, and the remaining one-
third of the business use was accounted 
for mainly by the outlays of corporate 
and partnership fu-ms and institutions. 

Share of cars in consumer outlays 

The increased volume of autos pur
chased by consumers, together with a 
larger than average rise in auto prices, 
have led to the increased importance of 
car outlays in the consumers' budget. 
In 1929, auto outlays amounted to 3.3 

T a b i c 2.—^Personal C o n s i i m p t i o n E x p e n d i t u r e s for A u l o s a n d A u t o R e l a t e d E x p e n d i t u r e s 
a n d T o t a l E x p e n d i t u r e s , 1 9 2 9 - 6 1 

1929 
1030 
1031 
1932 -
1033 
1034 
1035 
1930 
1937 
1038 
1039 

1940 
1941 
1042 
1943 
1944 
1945 
1046 
1047 
1048 
1949 

1060 
1061 
1052 
1053 
1054 
1066 
1066— 
1967 
1958 
1059 

1960 
1901' 

Personal consumption oxponilituros 

Autos I Auto rolutod 
oxponclituros' 

Total iiuto 
and auto 
related 

oxponditures 

Total 
personal 

consumption 
oxpenditures 

Millions of dolliirs 

2,688 
1,642 
1,144 

635 
779 

1,024 
1,608 
1,021 
1,088 
1,228 
1,670 

2,217 
2,706 

416 
410 
322 
319 

2,322 
4,408 
5,500 
7,009 

10,603 
0,293 
8,636 

11,585 
11,090 
16,443 
12,082 
14,043 
10,084 
14,682 

15, 253 
13,400 

3,610 
3,148 
2,603 
2,353 
2,302 
2,624 
2,802 
3,172 
3,407 
3,358 
3,604 

3,867 
4,500 
3,283 
2,484 
2,764 
3,607 
6,644 
7,880 
9,174 

10,140 

11,600 
12,682 
13,802 
15,645 
16,036 
17,880 
19,080 
20,625 
20,707 
22,312 

23,010 
24,071 

6,107 
4,700 
3,837 
2,088 
3,081 

. 3,648 
4,310 
5,603 
5,455 
4,586 
6,273 

0,074 
7,306 
3,098 
2,894 
3,070 
3,986 
8,906 

12,207 
14,083 
18,115 

22,202 
21,075 
22,628 
27,230 
27,135 
33,332 
32,002 
34, 608 
31,601 
30,004 

38,872 
37,501 

78,962 
70,908 
61,333 
49,306 
40,392 
51,804 
66,280 
62,010 
67,250 
04,641 
07,578 

71,881 
81,875 
89,748 

100,541 
100,833 
121,000 
147,100 
165,400 
178,313 
181,168 

105,013 
200,805 
219,774 
232,640 
238,025 
256,040 
269,017 
286,104 
203,108 
313,900 

328,026 
330,024 

Percent ot consumption expenditures 

Autos 

3.3 
2.3 
1.0 
1.3 
1.7 
2.0 
2.7 
3.1 
3.0 
1.0 
2.5 

3.1 
3.3 
.6 
.4 
.3 
.3 

1.7 
2.8 
3.1 
4.4 

5.4 
4.4 
3.0 
6.0 
4.7 
0.0 
4.8 
4.0 
3.7 
4.7 

4.0 
4.0 

Auto rclateil 
expondlturcs 

4.5 
4.4 
4.4 
4.8 
6.0 
6.1 
5.0 
6.1 
5.2 
6.2 
6.3 

6.4 
6.6 
3.7 
2.5 
2.5 
3.0 
4.5 
4.8 
5.1 
6.6 

6.0 
6.0 
0.3 
0.7 
6.7 
7.0 
7.1 
7.2 
7.1 
7.1 

7.2 
7.1 

Total auto 
and auto 
related 

expenditures 

7.7 
0.7 
6.3 
0.1 
0.0 
7.0 
7.7 
8.1 
8.1 
7.1 
7.8 

8.6 
8.0 
4.1 
2.0 
2.8 
3.3 
6.2 
7.6 
8.2 

lU.O 

11.4 
10.5 
10.3 
11.7 
11.4 
13.0 
11.0 
12.1 
10.8 
11.8 

11.8 
11.1 

1. Differs trom now cors ami not purchases ot used cars in Table II-4 ol National .\ceounts because of exclusion of trailers. 
2. For groups included sco Tabic 4, 
3. Preliminary. 

T a b l e 3 . — B u s i n e s s E x p e n d i t u r e for A u t o s , T r u c k s , T r a c t o r s a n d T r a i l e r s , a n d T o t a l P r o 
d u c e r s ' D u r a b l e E q u i p m e n t , 1 9 2 9 - 6 1 

020., 
930. 
,031., 
932., 
933. 
934. 
035. 
030., 
,037., 
.038. 

.940... 
Oil.. . 
942... 
943... 
944... 
,946... 
046... 
047... 
948... 
,949... 

060... 
051... 
,052... 
953... 
,964... 
966... 
,956... 
957... 
958... 
959... 

900... 
,9611.. 

Business expenditures 

Autos 
Trucks, 
tractors 

and trailers 

Total 
autos, 
trucks, 

tractors, 
and trailers 

Total 
producers* 

durable 
otiuipment 

Millions ot dollars 

1,105 
701 
488 
271 
331 
436 
043 
822 
840 
524 
715 

048 
1,158 

251 
263 
107 
172 
096 

1,889 
2,167 
2,838 

3,221 
2,069 
2,314 
2,608 
2,383 
3,438 
2,830 
3,022 
2,308 
3,036 

3,202 
2,861 

690 
423 
201 
166 
186 
307 
388 
608 
623 
360 
430 

502 
737 
126 
140 
343 
001 

1,370 
2,283 
2,602 
2,103 

2,051 
3,186 
2,414 
2,314 
2,032 
2,983 
3,151 
2,900 
2,689 
3,403 

3,310 
3,303 

1,605 
1,124 

770 
426 
517 
713 

1,031 
1,330 
1,372 

884 
1,204 

1,510 
1,805 

377 
393 
610 

1,073 
2,371 
4,172 
4,780 
4,941 

5,872 
5,855 
4,728 
4,912 
4,415 
0,421 
6,087 
6,988 
4,807 
0,490 

0,512 
6,164 

6,850 
4,406 
2,839 
1,603 
1,580 
2,304 
3,066 
4,109 
5,005 
3,044 
4,180 

6,531 
0,042 
4,343 
4,027 
5,438 
7,054 
10, 733 
16,007 
18, 925 
17,230 

18,940 
21,200 
21, 204 
22,305 
20, 780 
23,110 
27,104 
28,407 
23,100 
25,013 

27,532 
25, 724 

Percent of 
producers' durable equipment 

Autos 

18.0 
16.7 
17.2 
17.0 
20.8 
18.9 
21.0 
10.7 
16.7 
14.4 
17.1 

17.1 
16.7 
5.8 
6.3 
3.1 
2.2 
9.3 

11.3 
11.6 
16.6 

17.0 
12.5 
10.0 
11.0 
11.5 
14.0 
10.4 
10.0 
10.0 
11.7 

11.6 
11.1 

Trucks, 
tractors 

and trailers 

10.1 
9.5 

10.2 
9.7 

11.7 
13.3 
12.7 
12.2 
10.3 
9.0 

11.7 

10.2 
10.6 
2.0 
3.5 
6.3 

11.8 
12.8 
13.7 
13.7 
12.2 

14.0 
15.0 
11.4 
10.4 
0.8 

12.0 
11.6 
10.4 
11.2 
13.4 

12.0 
12.8 

Total 
autos, 
trucks, 

trootors, 
and 

trailers 

20.0 
25.2 
27.4 
26.7 
32.6 
32.2 
33.6 
31.9 
26.9 
24.3 
28.8 

27.3 
27.3 
8.7 
9.8 
9.4 

14.0 
22.1 
25.0 
25.1 
28.7 

31.0 
27.5 
22.2 
22.0 
21.2 
27.8 
22.0 
21.0 
21.2 
25.1 

23.7 
24.0 

1. Preliminary. 

file:///ceounts
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percent of personal consumption ex
penditures; during the early 1950's this 
had risen to about 5 percent. The 
ratio has declined somewhat since that 
time, and was 4 percent last year, one 
of the lowest proportions of the postwar 
period. 

Upgrading continues until 1957 

The importance of car outlays in 
consumers' budgets has also been 
influenced in the postwar period by 
changes in the types of cars purchased. 
Beginning vnth the fu-st important 
•postwar model changeover, that of the 
1949 cars, there was for a long period 
a considerable upgrading in car pur
chases. This is evident from the 
increasing proportion of cars equipped 
with extra priced equipment such as 
eight-cylinder engines, automatic trans
missions, power steering and brakes, 
and air conditioners. A measure of 
this upgrading, along with other general 
quality improvements, can be obtained 
from the comparison of the number of 
cars purchased with the constant dollar 
GNP expenditure series for auto pm--
chases. In the constant dollar measure 
a shift from a product of lower grade to 
one of higher grade—relative grade 
being measured by relative price—is 

reflected as an increase in output. An 
opposite shift in grade would have the 
opposite effect. Since the auto price 
index of the Bm'eau of Labor Statistics 
used to obtain the constant doUar 
series allows for specification changes, 
and insofar as possible, for quality 
improvements, the constant dollar se
ries also reflects these which are not 
unlike grade changes. 

As the chart on page 17 shows, 
there was almost a 10 percent upgrading 
in auto purchases from 1949 to 1957. 
Since 1957, this movement has been 
completely reversed, initially under the 
impact of the small foreign imports 
which increased in sales— f̂rom 200,000 
in 1957 to 600,000 in 1959. More 
recently the grade of car purchases has 
been also afl'ected by the introduction 
of the compact domestic car. It is 
interesting to note that all of the U.S. 
car makes which liave been discon
tinued since the peak in upgrading 
occurred have been in the medium and 
upper price brackets. 

Mixed-use cars small part of con
sumer outlays 

Unlike the situation in respect to 
business net outlays, wliere mixed-use 
cars formed the larger part of the 

Table d . ^ A u t o Related Personal Consumption Expenditures, 1929-61 

IMillions of dollars] 

1020 
1030 
1931 
1932 
1933 
1934 
1035 
1030 
1937 
1038 
1039 

1040 
1941 
1042 j . „ 
1943 : 
1044 '. 
1945 
1946. 
1947 
1048 
1040 

1050 
1051 
1052 
1053. 
1054i 
1955 
1950 
1057 
1068 
1059 

1080 
1001 1 

Total auto 
related ex
penditures 

3,510 
3,148 
2,603 
2,353 
2,302 
2,024 
2,802 
3,172 
3,407 
3,358 
3,504 

3,857 
4,690 
3,283 
2,484 
2,764 
3,007 
0,044 
7,889 
9,174 

10,140 

11,600 
12,682 
13,802 
16,045 
10,036 
17,880 
10,080 
20,825 
20,707 
22,312 

23,610 
24,071 

Gnsolinc 
and oil 

1,814 
1,749 
1,640 
1,470 
1,400 
1,040 
1,743 
1,045 
2,143 
2,146 
2,181 

2,273 
2,640 
2,000 
1,330 
1,384 
1,800 
3,034 
3,030 
4,436 
6,003 

6,375 
0,040 
0,706 
7,647 
8,007 
8,770 
9,668 

10,300 
10,465 
10,908 

11,013 
11,761 

Repairs, 
greoslnB 

and wash
ing 

770 
024 
600 
385 
302 

1 445 
457 
520 
643 
517 
690 

047 
772 
504 
558 
695 
057 

1,717 
1,075 
2,205 
2,364 

2,497 
2,833 
2,091 
3,339 
3,418 
3,051 
3,861 
4,089 
4,236 
4,657 

6,031 
5,300 

Tires, 
tubes, 

accessories 
and parts 

048 
523 
433 
314 
280 
340 
308 
402 
433 
398 
484 

630 
073 
303 
300 
440 
652 

1,402 
1,074 
1,600 
1,084 

2,223 
2,106 
2,101 
2,205 
2,207 
2,454 
2,308 
2,532 
2,454 
2,814 

2,832 
2,755 

Insurance 

94 
81 
76 
82 
76 
86 
00 

124 
137 
124 
142 

166 
173 
130 
lf)6 
100 
175 
260 
331 
492 
564 

733 
823 

1,045 
1,274 
1,225 
1,342 
1,308 
1,438 
1,484 
1,068 

1,009 
1,730 

Interest 

147 
128 
90 
53 
40 
64 
03 

137 
107 
133 
146 

202 
274 
117 
35 
31 
32 
70 

100 
207 
440 

687 
773 
858 

1,130 
1,200 
1,510 
1,730 
1,802 
1,831 
1,039 

2,171 
2,200 

Tolls 

40 
43 
45 
43 
42 
43 
42 
44 
44 
41 
46 

50 
68 
43 
31 
35 
42 
65 
09 
70 
85 

04 
107 
132 
144 
163 
102 
186 
214 
238 
276 

303 
336 

1. Preliminary. 

business total, the vast bulk of con
sumer cars are bought only for personal 
use. The amount of consumer net 
outlay in 1957 and 1958 stemming from 
mixed-use cars amounted only to about 
7 percent. Self-einployed persons con
tributed about three-fourths of this, 
and employees who are reimbursed, by 
businesses for the use of their cars 
accounted for the remainder. 

Auto-related expenditure 

In addition to the $14 biUion spent 
for new cars and net purchases of used 
cars last year, consumers spent another 
$24 biUion to keep these cars in opera
tion. These other auto-related expend
itures cover the purchase of accessories 
and parts, operating supplies and serv
ices. .As in the case of autos, these 
expenditures are not reported separ-r 
ately for business and consumers, and 
the same consumer allocation factors 
are applied to obtain the consumer 
portion. During most of the postwar 
period auto-related expenditures have 
been half again as large as auto pur
chases. Together auto and auto-re
lated expenditures represent about 
one-eighth of total personal consump
tion expcnditm-es. 

In contrast to auto purchases—which 
are extremely volatile—auto-related 
consumption expenditures, are depend
ent for the most part on the growtli in 
the stock of vehicles held by consumers 
and on their use. Such expenditures 
are an expanding, but fairly stable 
element of consumption. As table 4 
shows, the total of these items has 
continued to rise without interruption 
since the cud of the war. 

Gasoline biggest cost 

Pm'chases of gasoline and oU account 
by far for the largest part—50 per
cent—of auto-related expenditures. 
Such service items as repairs, greasing, 
washing, etc., are the next largest 
component of this total, representing 
about 20 percent. Purchases of tires 
and tubes, accessories and parts, and 
auto insurance have in recent years, 
been of approximately equal magnitude 
and together account for an additional 
20 percent of these expenditures. 

Interest on auto debt, which repre-
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sented only a very small portion of 
auto-related outlays in the immediate 
postwar period, has expanded sharply 
and now represents about 10 percent 
of the total. This development is, of 
course, associated with the" growth in 
borrowing relative to auto pm-chases, 
and also to a lengthening in the average 
term of auto-instaUment loans. 

Role of the compact car 

The U.S. compact car has already 
had a pronounced effect on the market 
for automobiles. In 1961, every third 
car sold was a compact. Because of 
tlieir lower prices, the compacts in 
1961 were responsible for passenger car 
outlays being $1M billion less than 
they would have been had the same 
number of standard cars been sold. 
Along with the lower purchase price 
of the compact, tliere is an attendant 
saving in operation expense. It uses 
less gasoline, insurance costs are lower, 

Shifts to Higher Unit Value Cars Was the 
Trend Until 1957, Thereafter Lower Unit 
Cars Were Favored 

1949=100 

180 

160 

140 

120 

100 

ao 

New Passenger Car Sales 
in Constant (1954)$ 

Ai 

A 1 \ » ' / \ 

1 \ t VM 
\ • Now Cors V 
W Sold in Units 

1 

— 

-

-

1 

Ratio of New Car Purchases in Constant 
Dollars to Unit Sales 

140 

120 

100 

80 

Shifts in Grade of 
Aulo Purchases 

_ L 1 1 1 1 1 1 1 1 1 

-

^ ^ 

1 1 1 1 

and maintenance costs are somewhat 
reduced. As a result, auto-rclated con
sumption expenditures have also been 
affected by this development, but to 
a minor extent, because the number of 
compact cars in the total stock of 
passenger cars is still small. 

Procedural Note 

In tlio absence ot net outlay data, the estimate of total 
domestic private passenger car expondlturcs is made by 
multiplying data on number ^f now cars sold to domestic 
consumers and business by an average retail nrice and by 
adjliug_an estimate of the |>rns^ pimi'ln ^m used nay snlea, 
The distribution ot net outlays between consumers and busi
ness Is appro.xlmotod from mileage data. 

Data on passenger car use were colleoted in the course of 
road-use surveys begun In 1034 and carried out extensively 
in 1030-37, by the Federal Public Roads Administration 
(now tlio Bureau of Public Roads) and tlio several States. 
The results of this inquiry were summarized tor all States in 
1042.1 

The doflnitlon ot business use in this survey was very 
broad. Largely because ô  tnebroadness of the deflnltlon, 
which may have encompassed some driving to and from woric 
as well as to and from school, and other nonbusiness trips, 
tlio business use, which was found to constituteJJjiercent 
In the survey was rrMliigfrl t(i ^n pnr(-<m> for the alloStlon ot 
passenger car purchases. 

This allocation was applied uniformly from 1020 unlil^tho 
UmitaUmi_o£carsalcsin^3^^ 
the war years liiittl information from the new road-use sur
veys clearly indicated a changed postwar pottern of car use. 
Allocations of the restricted sales ot the war years were de
rived from data of a sales control program. 

The postwar series of surveys of tlio Bureau of Public 
Roads and tho States, begun In 1051, and conducted In all 
cases by tho Bureau of the Census, had by the time ot our 
1054 benehmark revision yielded information for 17 States. 
(Additional State surveys completed subsequent to our work 
on the 1054 benchmark do not modify tho notional estimates 
appreciably). Tho dato for the 17 States In 1051-54, and the 
prior period are shown in table 6, together with the national 
data from tho earlier survey. 

In tho current sucBiy..sci'lcs the deflnltlon ot business use 
was quite' n£Co^o, though tho business classllicatioh inclutles 
tho business use of employees who may not bo reimbursed. 
The exclusion of such business uso would of course, lower the 
national estimate of 17 percent, but in the obsence ot perti
nent intonnation no reduction was made. 

In tho light of tlio lower business use indicated by tho new 
postwar surveys. It was evident tbnt tlio 30 percent allocation 
so long continued should bo reduced, and this wos done b ^ ^ 
percent annually in 1048763. The allocations of 1040 and 1047 
werTl^truiiclisturboa'at 30 percent in tho belief that business 
purchases had been stimulated in those years by cuniulativo 
wartime shortages. Imported passenger cars which were 
numerically unimportant In the initial years of tho second 
scries of surveys, but whicli wore assuming more importance 
OS time progressed wero assigned entirely to fmi-jpninrji 
making the composite business proportion for domestic and 
imported cars since 1063 about 17 percent. 

Becttuso of tho signlllcont shift in auto purchases implied 
by the mileage data, it was deemed Imperative to test the 
allocations so derived by obtaining data directly on oxpendi
tures, and several surveys to obtain net outlays (purchases 
less trade-ins and other soles) by business and consumers in 
1057 and 195^ were undertaken. 

Tliese surveys, which wore designed to cover all private car 
purchases, consisted of four elements: (a) The Survey of Con-
turner Finances ot the Federal Reserve Board in 1058 and 1959 
(1957 and 1968 survey years) added certain questions in order 
to measure tho business outlays for cars bought by all spend, 
ing units; (d) Net outlay Inquiries for tho some years wero 

added to tho Plant and Equipment Sitroey of tho Securities 
and Exchange Commission and Ollico of Business Economics; 
(c) A similar Inquiry was Incorporated by tho Bureau of tho 
Census In Its 1958 census of tbo automobile rental and leasing 
business; (d) Finally, supplementary estimates wero pro-
T a b l e 5 . — P r o p o r t i o n o f P a s s e n g e r C a r 

M i l e a g e f o r B u s i n e s s P u r p o s e s 

1949 51 53 55 57 59 61 63 
U.S. DeiitrtmenI of Commeiu, Oltln ol Buslnis Economic 63-3- IS 

0 2 0 4 5 0 ° — 0 3 3 

1. Estimate of Automobile Travel by Purpose—1041, Pub-
lie Roods Administration, Foderol Works Agency (now 
Burcou of Public Roads, U.S. Department of Commerce) 
October 1042. 

1930-37 surveys 

Total travel (in and outside State of registra
tion) 48 States and D.O.' 

Travel in State ot registration' 
48 States and D . C . . . 
17 States' 

1951-54 surveys 

Total travel (in and, outside State ot regis 
tration) 

17 States * i 
48 States aud D.O. (estimate)» 

Business 
percent 

30 
38 

18 
17 

1. Eslimale of Automobile Travel by Purpose—IBjl, Public 
Roads Administration, Federal Works Agency, October 
1042. 

2. Eslimale of Total Travel by Motor Vehicles in the United 
Stales In 104I, Public Roads Administration, Fed6ral Works 
Agency, March 1942. Travel outsldo tlie State of registra
tion in tills table is not broken down by purpose. 

3. Tlio same States as in the 1951-64 surveys. 
4. Travel by Passeniier Cars Classified by Occupation of 

Principal Operator and by Major Purpose of Travel for 17 
States, Bureau of Public Roads, U.S. Department of Com
merce, July 1957 (unpublislied). Additional State surveys 
have been completed subsequently. 

5. Estimated from unrounded data by reducing the 17-
State proportion from I061-.54 data in the ratio of tho iiro-
portlon for 48 Slates and D.C. to the 17-Stato proportion 
from the 1030-37 (lata. 

T a b l e 6 . — B u s i n e s s a n d C o n s u m e r N e t 
O u t l a y s f o r C a r s 

IMlUlons of dollars] 

CONSUMEU NET OUT-
LAYS 

Consumer share of mixed 
business-consumer uso 
cars: 

Reimbursed employees. 
Self-employed persons 

Consumer cars 

Total consumer net 
outlays 

BUSINESS NET OUTLAYS 

Reimbursed employees-
ScK-eniployed persons. . 

Business firms and non
profit Institutions 

Total business net 
outlays 

Total consumer and business 
net outlays 

Percent business 

NATIONAL INCOME DF-
VISION 

Consumer and business total <i 

Percent business L . 

1068 

248 
081 

12,238 

13,167 

644 
1,105 

784 

2,433 

15,600 
1.5.0 

17,005 

17.7 

233 
600 

11,070 

12,478 

553 
023 

753 

2,229 

14,707 
16.2 

13,292 

17.4 

1957-,58 
total 

481 
1,260 

23,014 

25,645 

1,007 
2,028 

1,537 

4,662 

30,307 
15.4 

30,357 

17.0 

1. Now cars and net purchases of used cars, excluding 
housing-type trailers. 

pared for small areas not covered In the other surveys. Tho 
discussion will take up these elements in order. 

The Federal Reserve Board's Survey of Consumer Finances, 
in addition to the usual cor inquiries, asked concerning eacli 
car bought in the survey year and still owned in the house
hold at the time of the survey whether it was used in work, 
other than driving to work and bock, in order to identify 

{Continued on p. 24) 
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with Western Europe was in part in 
transactions on goods and services, in 
part also in private capital movements. 

For 1961 as a whole, Europe seems 

to have received over $3 billion from 
other than recorded transactions with 
the United States, compared with 
about $2 billion in 1960. 

I t may bo noted that while tho net outlay sources and the 
National Income Division estimates differ as to the total 
ear oxpondlturcs in oach year, the totals aro almost exactly 
tho some for tho 2 yoars together. Tho business proportion 
in both estimates is very close. 

Table 4 .—U.S. Short-Term Private Capital, I960 and 1961, by Country and Type 

[Millions of dollors] 

.\niouiit outstanding, 
year ends 

1050 1000 1001 

Total reported by U.S. banks ' 

Major financial centers, total.. 

United Kingdom 
EEC and Switiorland 
Canada 

By type: 
Commerolal and nnunclal claims 

payable in dollars 
Foreign currency deposits uiid claims. 

other countries, total 
Japan 
Latin American Republics 
Others 

By type: 
Commerolal and nnaneial claims 

payable in dollar.'! 
Foreign currency deposits and 

claims 

Total reported by non-financial concerns 

Major financial centers 

United Kingdom 
EEC and Swltzoriand 
Canada 

Claims payable In dollars 
Foreign currency deposits and 

claims 

Other countries, total 

Ololrns payable In dollars 
Foreign currency dejioslts and claims 

2,598 

666 

121 
273 
272 

488 
178 

1,932 
324 

1,147 
401 

1,010 

13 

730 

288 

53 
134 
101 

220 

08 

442 

387 
66 

3,594 

971 

246 
305 
421 

600 
405 

2.623 
800 

1,328 
489 

2,600 

64 

1,131 

014 

272 
165 
187 

398 

210 

617 

462 
66 

1060 1001 

Changes', quarterly (decreases (—)) 

I II III IV 

4,607 

1,143 

181 
420 
642 

070 
473 

3,624 
1,446 
1, 464 

026 

3,460 

OS 

11,475 

803 

170 
203 
490 

002 

201 

012 

531 
81 

105 

- 8 4 

- 0 
- 4 0 
- 2 0 

- 7 4 
- 1 0 

189 
90 
85 
8 

188 

1 

- 1 6 

- 2 

20 
- 1 0 
- 1 2 

- 1 8 

10 

- 1 3 

- 1 0 
- 3 

37 

110 

00 
24 
20 

40 
70 

-82 
77 

-150 
- 0 

- 8 5 

3 

122 

HI 

74 
2 

35 

50 

01 

11 

10 
- 8 

417 

185 

83 
6 

07 

03 
122 

232 
103 
30 
30 

106 

37 

64 

63 

15 
- 3 
41 

65 

- 2 

11 

11 

432 

85 

-10 
62 
52 

40 
45 

347 
140 
202 
- 1 

362 

166 

121 

107 
10 

356 

64 

-78 
64 
08 

10 
35 

302 
203 
24 
15 

317 

-16 

109 

120 

0 
10 

110 

75 

61 

-17 

-10 
- 1 

II III IV 

169 

35 

- 2 
12 
26 

70 
- 4 1 

124 
203 

-120 
60 

126 

- 1 

81 

85 

- 6 4 
45 
94 

110 

- 2 5 

4 

- 8 
4 

5 

- 4 7 

20 
- 4 4 
- 2 3 

- 0 
-41 

62 
10 
74 

- 3 8 

47 

52 

46 

-20 

-57 
-20 

48 

-10 

-13 

75 
55 
20 

iitt Not ovallable. 
1. Excludes Exchange Stabilization ?'uiid holdings. 
2. Changes adjusted for variations in coverage. 
3. Excludes .$370 million held pending direct Invcstnieiit. 
4. .\.s of Sept . 30. 

Automobi l e Purchases 

(Continued from p. 17) 

653 

130 

- 4 
83 
61 

16 
116 

423 
167 
167 
100 

308 

25 

na 
nn 

no 

na 

those purcliascs involving business use. Then, as a basis for 
allocating cacli such purchase, the propoillon of I otal mileage 
that wos for business purpo.ws was roiiuested. For eoch pur
chase Involving business use, moreovei-, it was asked wliethcr 
or not any of the expenses of the cor wore met out of business 
funds or covered by a mileage or car allowance; this Infor
mation mode it po.s5ibic to rule out unreimbursed employees 
fioni the business portion. If a car was traded or sold in 
connection with tho purclia.ie recorded in the survey yeor, It 
wos ascertained further In wliot yeor the traded or sold cor 
had been bought, and whot make and year model; those 
purchased in tlio survey year were also taken into account. 
Finally, any other cor disposed of—sold, given away, or 
scrapped—during the survey year was reported, with its 
moke, year model, and the oinount realized. If any, from its 
disposal, and included in the estimates. 

Tho Plant and Equipment Survey of the Securities and 
E.xchange Commission and the Ollice of Biisine.'s.s Economics 
was expanded to include a net outlay liniiilry for 1957 and 
again for 1968 in order to obtain Infoiiiiatiiiii on car cxjiendi-
tures by business firms. 'I'liere may he a very limited 
amount of duplication betwi'cu the FUB .'Purvey and the 

SEC-OBE Survey 111 respect to cius of sole proprietorship 
business firms registered in the proprietors names. Auto
mobile rental and leo-siug companies were eliminated from 
the returns of tlie REC-OBE Survey, because it was deemed 
desirable to cover the cor outloys of this rapidly growing 
industry by dota obtained in tlio Business Census of 1968; 
tho necessary Inquiries on the numbers and values of cors 
purchased, troded, and sold wero included by the Bureau of 
the Census, and sample data from this inquiry form the basis 
for tlie estiniatc for this industry. 

In order to round out the coverage where that by the 
Plant and Equipment Survey was considered meager or 
lacking, estimates were developed for the financo. Insurance, 
and real estate industries. Data on car purehoses in tlieso 
industries from tho Life of DGprceioble Assets tabulations of 
the Internal Revenue Service for 1969, wero raised by depreci
ation to the total Industry level and carried bock to 1957 
and 1058 on the basis of dcpreclotlon data. Estimates for 
nonprofit institutions wero developed by reloting dcprecl
otlon to ear purclmsos in tho fluonce, insurance, and real 
estate Indiislrles. Table 0 presents the results of the surveys 
together with these supplemental estlmotcs. 

State and Local 

Government Outlays 

{Continued from f. 12) 

gi-ants &iance more than a quarter of 
aU local government expenditures. 

Investment outlays spur borrowing 

NotTOthstanding the increases in 
taxes, intergovernmental payments, and 
other receipts—social insurance con
tributions and cmTent surplus from 
governmental commercial enterprises— 
State and local governments are steadily 
incun-ing deficits and their debt has 
been increasing. Most of tliis borrow
ing is for investment outlays for 
construction and equipment, which are 
in large measm-e debt-financed. School 
construction, and to a lesser extent, 
water and sewer systems, and road and 
bridge construction, have loomed 
largest in these borrowing programs. 

Total debt increased hy $5 billion in 
1961 as it had in each of the preceding 
several years. The amount of debt 
outstanding at midyear was $72Ĵ  
bUlion—about tliree-fourths of which 
represented local government obliga
tions. In appraising the change in 
indebtedness, it may be noted that 
although the proportion of outstanding 
State and local goverument debt to 
GNP has risen steadily over the post
war years, it is stiU well below the 
ratios observed for the pre-World War 
II period. 

The deficit shown in the accompany
ing tables is not equivalent to the 
change in outstanding debt mainly 
because the receipts and expenditures 
on income and product account include 
the pension and other trust fund trans
actions, and exclude changes in finan
cial assets and land transactions. Pen
sion fund surpluses are largely respon
sible for the overaU surplus on income 
and product account tliat is shown for 
State governments. 
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